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Understanding the latest Trends in the Economy

With a backdrop of diminishing stock returns and looming recession
speculations, one might wonder: what’s the real state of the U.S. economy?

The economic indicators present a mosaic of insights. A rise in the
unemployment rate from 3.5% to 3.8% in August might raise eyebrows.
However, the silver lining appears when observing the labor force participation
rate—62.8%, a pinnacle since February 2020. This implies that more individuals
are actively job-hunting, a positive omen for potential economic surge.
Furthermore, a 4.3% annual increase in average hourly wages surpasses the
current inflation rate.

Economic growth, clocking in at 2.0% and 2.1% for the first and second quarters
respectively, might not be breaking records, but offers stability in the post-
pandemic world. As for inflation, the yearly rate till July stands at 3.2%, an
increment from 3.0%. Yet, it’s a relief considering the soaring 6.5-7.0% rates
experienced in the preceding years.

Certainly, current interest rates tower over those from last year, a potential
roadblock for profit and expansion. But many businesses and individuals
capitalized on previous lower rates, leading to a historic 60-year low in
corporate financing costs in relation to profits. Legislative actions, like the
Inflation Reduction Act and the CHIPS Act, have ignited a surge in infrastructure
investment by companies, though this might be a transient phenomenon.

Still, a pinch of humor is apt: economic predictions are, at times, as reliable as a
crystal ball. Anyone claiming to foresee market ups and downs or pinpointing an
imminent recession might as well don the garb of a fortune teller. Predictions
will forever be abundant, but discerning where we’re headed remains elusive.
The only certainty? History has shown that steadfast investors who sidestep the
clamor often reap the rewards in the end
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Were the Good Old Days Really Better than the Present

The modern narrative often suggests that everything’s going downhill. With a
flood of pessimistic voices in media and politics, it’s easy to believe we were
better off in the past. But is today really more challenging than the 1980s?

A recent study by Full Stack Economics took on this debate. By investigating
various indicators, the platform provided tangible comparisons between today’s
world and that of 40 years ago.
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You might find the findings uplifting. For instance, the roads have become notably
safer. Death rates from car accidents have decreased significantly—more than
halving when examining fatalities per 100 million vehicle miles. While there are
myriad reasons for this—enhanced road infrastructure and anti-drunk driving
initiatives, to name a few—the significant advancements in vehicle safety, such as
airbags, anti-lock brakes, and advanced collision designs, are primary
contributors.
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Furthermore, health prospects have improved. Today, there’s a reduced
likelihood of dying from heart ailments or certain types of cancer. Specifically,
the mortality rates for stomach and breast cancer have decreased by 41% and
35% respectively since the 1980s.

Chamge in US age-adjusied cancer death rate, 1990 1o 2018
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Concerned about inflation impacting our quality of life? Full Stack Economics
found a unique approach to gauge purchasing power. They assessed how long a
median income earner would need to work to buy specific everyday items,
contrasting 1980 prices (sourced from Sears catalogs) with today’s from
platforms like Amazon and Costco.

The results are telling. Take a basic fiberglass hammer. In 1980, it cost $9.50—a

| .4-hour wage for the average worker then. Today, the same hammer is priced
at $13.98, but given the current average wage, it’s a mere 30 minutes of work—a
63% decrease. Televisions also reveal a stark contrast. Modern 25-inch TVs,
vastly superior to their 1980 counterparts, cost a fraction of the price now, even
before considering inflation.

Household conveniences have also become more widespread. In 1980, 70% of
homes had washing machines and 61% had dryers. Fast forward to today, these
numbers have jumped to 84% and 83%, respectively. Similarly, dishwasher
ownership skyrocketed from 37% to 73%. Plus, the comfort of central air
conditioning is now enjoyed by 66% of households, a massive leap from just 23%
in the 1980s.
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While nostalgia may tempt us to view the past as a ‘golden age,’ the evidence
suggests that today, in many aspects, is the golden age. And if the trend
continues, the coming decades are likely to see even more enhancements.
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Siri and Alexa: The Al Transformation in Your Living Room

“Hey, Alexa, chat with me.”

If you’'ve somehow missed the past decade in tech evolution, possibly due to an
extended space vacation or hibernation, the buzzword ‘artificial intelligence’
might be new to you. Tech giants are on the move: Microsoft with ChatGPT,
Google with Bard, and Meta with LLaMA. Almost every major industry is
integrating these advanced generative language models into their customer
interactions.

Yet, when will our daily devices like Apple’s Siri and Amazon’s Alexa evolve to
engage us with human-like intelligence?

The future is closer than you think. Amazon is currently showcasing an
enhanced, conversational Alexa version. This upgrade is driven by a unique
language model designed specifically for voice engagements. This cutting-edge
programming emphasizes fetching up-to-the-minute information, managing home
systems, and offering unmatched home entertainment experiences. The
forthcoming Alexa will not only recall your preferences but also seamlessly
handle follow-up inquiries without needing a recap.

Taking it a step further, Alexa and the Echo camera will soon read non-verbal
signals—essentially, interpreting body language. In upcoming versions, users can
simply instruct, “Alexa, every Saturday at 9:00 PM, announce bedtime for kids,
dim the upstairs lights, activate the porch light, and switch on the bedroom fan.”
Alexa will then flawlessly execute these commands in sequence.

On the other side, Apple is ramping up its game with Siri. Technologically
speaking, its Al, named Ajax GPT, stands toe-to-toe with ChatGPT in
capabilities. However, Siri’s reliance on device-based resources, as opposed to
the virtually limitless cloud resources of Alexa, poses challenges. Despite this,
Apple is relentlessly pushing its boundaries. With dedicated teams focusing on
refining language and visual models, Siri is gearing up to perform intricate
operations using conversational language. The Siri of tomorrow promises richer
dialogues with users and an enhanced understanding of their needs.
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Seizing Opportunities Amid Market Slumps

We may not have the foresight to predict market slumps, but it’s always wise to
be prepared for them. Given the recent stagnation in the market, such
preparation might soon prove beneficial.

A market decline often presents a myriad of strategic avenues, albeit temporary,
for astute investors. One prominent strategy is loss harvesting. In this approach,
investors sell underperforming assets, register the loss for taxation purposes,
and then reinvest in a similar (though not the same) asset, likely discounted due
to the prevailing bearish sentiment. This way, the investor not only maintains a
comparable market position but also secures a taxable loss to balance out future
gains or income—up to a limit of $3,000—on the subsequent year’s tax
declaration.

Another valuable tactic is the Roth conversion. This involves paying taxes
upfront on assets or cash transferred from an IRA to a Roth, ensuring these
funds will never be taxed again. Conventional wisdom suggests that a Roth
conversion is not tax-efficient if you foresee being in a similar or lower tax
bracket in the future. However, performing this conversion during market lows
means a reduced current tax liability compared to what it would be during a
market resurgence. Moreover, some analysts argue that tax rates might likely
increase in the future.

For those who annually gift their descendants or beneficiaries, market lows offer
a unique advantage. Currently, anyone can gift up to $17,000 annually without
incurring gift tax. Transferring investments, like ETFs, when they’re undervalued
implies that the $17,000 today could potentially appreciate significantly when the
market bounces back.

Lastly, it's worth noting the psychology of purchasing. Oddly, while consumers
often view discounts in retail or online shops as buying triggers, a drop in stock
prices often spurs selling instincts. Yet, acquiring assets at reduced prices
remains a proven long-term strategy for discerning investors.
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